DEPARTMENT Of THE TREASURY
1100 Commerce Street
Dallas, Tx 75242

Empl~-- ’dantificacion Number :

Pars Contact:

Telaclionae 'umbar;

Refer Reply Tqo:

i Dear Applicant:
&

“You are an unincorporat, S Lzed in- on
L‘lllll.ll.ll..' |

fYour Articles of A

.capital stock Or certificate of ownership and shall be 4 nonprofitable
iorganjzation, organized angd Operated as g social Oorgarization exclusively
for Pleasure, FeCreation ang other nonprofitable Purposes; no pParL of tha

i

Will have no

Net earnings of which shall inure ro the benefit of

You are the outgrowth of L, an
for-profir Oorganization operating a réstaurant, vyqy Share facilitjes

employees and officers with : , and f
You pay a menthly fee for the use of their space and employees, ‘

plus a

+ 2 G The club
drovides members wj ic, dancing, games and
1lcoheolic beverages. Membership is open to individuals 21 years of age or

' regular angd temporary. A person
‘an become g reqular member after being accepted by the Hembership
- A person may be allowed
he or she Purchases 3 temporary

Temporary membershio feesg [

© enter the club ang Purciase alcohol if
emkarship " 2rd that is gocd for

re sEp.

actior 5Cl{c) (7) of the Internal Revenue Code Provides
3dderal income tax of clubs organiz
leasure, Fecreation, ang Other non-profitable Purposes

+ NO part of tne
't €arnings of which inures to tha benefit of

ANY nprivate shareliolder .,




COPY

‘ of the Income Tax Regulations provides that
Section 501(c) (7) of the Zode applies only to clubs that are organized and
operated exclusively for pleasure, recreation and other non-profitable
purposes, but does not apply if any part of its net earnings inures to the
"benefit of, or be distributable to its members, trustees, officers, or
;other private persons. In general, this exe ption extends to social and

' recreation clubs which are supported solely oy membership fees, dues and
_assessments. . :

Revenue Ruling 58-588, 1958-2 C.B. 265 states in vart; an organization
formed by several individuals to operate a health, recreational, anc
social club but whose predominant activity is the selling of services for
profit to an unlimited number of so-called “members,” who have no voice in
the management of the club and whose only rights are to the use of the
club’s facilities upon the payment of specified fees, is not a tax-exempt
social club within the meaning .Qf Section 501 (c) (7) of the Internal
Revenue Code of 1954.

Revenue Ruling 66-225, 1966-2 C.B. 227 states in part; a nonprofit
organization which provides entertainment for its members does not quality
for exemption under Section 507 (c) (7' of the Internal Revenue Code of 1954
where it is controlled by a taxable corporation and operated as an
integral part of such corporation’s business.

Your club was formed as an integral part of

O, and is controlled by the same individuals that control
the GG . '

Also, you sell alcohol to temporary members and this is considered doing
business with the general public. Temporary membership is not a true
membership. Anycne can purchase a S-temporary membership card and can
then purchase alcoholic beverages. It appears that your club was created
to satisfy the liquor laws in your county.

W2 have concluded that your club is operated in the personal interest of a
few individuals; that social features are not a material purpose of the
club but are subordinate and merely incidental to the active furtherarce
of a predominant purpose to engage in the business of selling services for
prafit to an unlimited number of individuals termed “temporary members”,
that "temporary” membership is not a true membership but is merely a quise
under which virtually unlimited numbers of individuals may utilize the
clup facilities.

G St g A U e n s S e B

Acccrdingly, we hold that you are not entitled to exemption from Federal
income tax as an organization described in Section 501(c) (7) of the Code.

Therefore, you are required to file Federal income tax returns using
Form 1120.
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[t vyvou do nort agraee with these conclusions, VOLU may, with
from the date of this letter, file a brieft ot the facts,
(in duplicate) which clearly sats fortn Your position,
desive an orval discussion of the issues, you should so
submission. A conference will be arranged after you nave submittag Your
brietf and we have had an oppartunity to consider {'ie information and it
appedrs that the conclusions reached are still untaverable to Vo, Any
submission must be signed by one of your principal witicers. i the
mattoer i1s to be handled by a representative, the Contere
Requilrement s regarding the filing of . power Of atrcrney andd oo e of
enroliment to practice must be met. We have enciosed bPublication =i’
Exemwpr Organizacion Appeal Procedures for Adverse Reterminaticrns, whi.h
explains in dee i) your rights and procedures.

cred AT oume s
L thw event vouy
indlcate in vour

G ancl Proga e

[E oy o not protest this proposed determinat Lo oin g Limely mooomer, o
will be considercd by the Internal Revenue Service a ol ailnre L ennaus!

vallanie administrarive remed: 5. Section 7422 (i

Vo0t tne v e
Revanue o provide

eSoIn part that “A declaratory i sr ouriee e e
tnder this section shall no:t be issuoad ir any proceei

W owniess tne T
Court, tho Jourt of Claim, or the District Court of "ne Un’( 2 Startew
the DLs:ric: of Columbia determines that the organization involved hos
exhausred administrasive remedies (vailable to it within the Internal
Revenue Service”

Blesse wcep rhis determination letter for your permanent records.

IE v v dgree with this determiration, please sign i return tne
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If we do net h2ar (rom ycu within 30 days from the date of this letter
this derermination will become final.

Sincerely vours,

Soven. T Drpcelec
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